vn   HOMEY, CREDIT AND PRICES     69
the value of the notes as money is determined solely by their quantity. If the Government of the day doubles the quantity of notes, it is easily seen that the value thereof, other things being equal, will fall to half what it was before, and prices will be doubled.1 If the Government reduces the quantity prices will fall again. In other words, prices will rise and fall in accordance with the Quantity of Money. There may, of course, be slight disturbing causes which will prevent the rise or fall of prices being in exact proportion to the variations in the quantity, but the truth of the general law that, other things being equal, the scale of prices varies in accordance with the quantity of money, seems to me beyond question. If money has so little influence on prices as Lord Farrer and Mr. Macleod suppose, an enormous amount of inconvertible notes might be issued without appreciably affecting prices, but we know that this is not the case.
If credit ever displaced money altogether, there would be no Standard of Value at all, and the pound sterling would become what Lord Castlereagh supposed it to be, namely, a sense of value, and a sense of value that could, and would, fluctuate without limit.
1 As a matter of fact, the issue of a great quantity of incon-vjertible paper would probably have a greater effect on prices, because when people had lost confidence in paper they would cease to hold ft in reserve as they had held gold, and " other things " would no longer be the same.